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SURVEY OF CURRENT BUSINESS

Monthly Industry Survey

Comprehensive New Measures of Manufacturers’ Inventories, Orders, and Shipments

‘HE Bureau of Forsign and Domestic Commerce
has during recent yenrs fillad n number of gops in
the field of swrent business indexes. The monthly
index of intome payments, the indexes of retail trade,
and the series on installment cradit ars among the new
measures that have bean made available. This year
the Bureau has daveloped, through & monthly industry
survey, data on manufacturers’ dollar shipments, new
and unfilled orders, and inventories. ‘This service, made
posgible by the cooperation of companies in all branchea
of menufeciwing industry, was Insugurated to meet the
- naed for comprehensive indexes which would provide
n clear indiontion of the over-nll tremd of new business
of moanufscturers, and to indicate the extant of shifts in
the shipment flow and the volome of inventories held,
Indexes have been devaloped for three secriee—new
.orders, shipments, and inventoriee—and a classifice-
tion by major industry groups has been provided in
sach instonce. The sample of reporting firme now in-
olude: more thon 1,200 conponies which-nocount for
neatly 40 percent of total manufasturing. The serics
henceforth will be published in the statistical section of
the Barvey of Cwrent Business,!

The series presented in this aréicle will be supple-

mented in the near future in severnl imporiant respacta:
{1) Data for additionsl industry groups will be shown
seporately £2 the enmples are rounded out. (3} Ser-
sontlly ndiusted series will be made avellable na zoon
a2 the time period covered by the date hae been sufi-
ciently extended. (3) An index of unfilled ordees will
be added, provided certain tachnical difficultiss con be
overcome. (4) Data covering the composition of in-
ventory holdings—raw materiais, geods in process, and
finished goods—are being collested mud will be made
availnble when annlysie is completed.
" 'The movements of monufacturers’ invenbories, orders,
and shipments deting the months for which the Indus-
try Survey date ave available * will bs discussed in the
asctions which follow slong with a brief approissl of
the mignificence of cach series. An outline of method-
ology appenrs in the finnl section of this articls.

Index of the Valua of Manufacturers® Inventorlen.

The largest asgment of business inventories is found
in manufactormg. It is estimated thet manufacturers’
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inventories amounted to aboud $10,600,000,00 ot the
end of 1939, or approximately 68 percent of the com-
bined totel for meoufecturing, wholesale trade, and
retodl frode ot thot dote.  The range of Huobestion nnd
rapidity of changs in manufscbivers’ stocks malke i
vitally important to have monthly inlormation on this
subject. For example, between tha end of Juna 1839
and the end of February 1940 thera was an estimated
increase in invenéories of about $1,400,000,000. Well
over hoif of the incrense wne concentrated in the last
guarker of 1939, :

Inventory exponsion or contraction somebimes ploys
& major role in initisting or intensifying swings in monu-
focturing producéion. The stecp rise in the spring and
errly summer of 1933, and that in the fall of 1639, may
be cited as examples of production booms in which
inventory expansion played & prominent port. On tha
other hond, the decline beginning in the fall of 1987
and extending inte the summer of 1938 wos umdcubiedly
mtensifisd by mventory Liguidetion, though it wos set
in motion by other more fundamentel factors.

The moanner in which inventory adjuatment affecta
the rate of production of a single company is fairly
obvious, i. e, if & concern fills orders out of stocks
inetead of enrrent production 1§ can lower its rate of
production below tho level of shipmente. Conversely,
output con be reised ohove the volume of current
deliveries by producing for stook.

It iz importent, howeaver, to consider alas the interno-
tions of large-scale inventory adjnstment by individual
manufacturing concerns from the atondpoint of their
offects on the rate of production of mmnufacturing
industry as n whols. A company whick is adding to
its inventory must generelly place orders for the
reguired materials or semifinished goods with other
menvfacturers. The companies which remsive auch
orders ave usually not in & position to datermine the
origin o purpoas of ehe inoreassd demand, Con-
sequently, thay tend to ingrease theair own purchases of
matarials o take care of the new business and fraquently
to maintain their custemary inventory-sales ratios.
In so doing, they tend to creste 2o ndditional volume
of orders for stock. For this rezsvn & messure of the
genoral trend of inventory boldings sueh as ia provided
by the Industry Survey is necessary to supplement the
etock-sales rokio for individual companies aa 2 guide to
busingss meanngement in the determination of broad
business policiea.

Of ooures, inventery adjustment does not in all
capes Yogult in imstability in manufacturing aoti-
vity. Small changes of insnfficient magnitude to
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generste & sustained business movement occur con-

stantly. Soems incresse in inventories is wsually o

requirement of the manufasturing process whenever
the volume of output iz expanded—regnrdless of the
foctors which happen to be responsible for the pro-
dustion 7rise. Similarly, stock acowmulstion may
aatually pearmit production to be more evenly mnin-
tnined throughout the yesr in indusiries charasterized
by wids seasenal variztions in demand.

It is apparent from the data in table 3 thet inventory
movonents in 1934 were & mojor factor in the trend

_of mapuiasturing produstion, From Jamuory to Juna
1939 thore was a grodual dacrease in inventory haldings,
nvaraging about 0.7 percent & month. The inventory
dealine was accentunted during the sscond quarter by
b ehorp contraction in the antomotive industry attrib-
utabla largely to stocl: reduction as the end of the
maedel year approached. Novoartbeless, the tendency
toward liquidation of steclks way very gensrel during
the first balf of the year, extending to proctically all
major industry groupz. It will be recalled that thare
wig 4 lat-up in produstion during the spring of 1939,
and that there iz little elss to aeccount for it other than
the inventory movernent.

An exaet mesasore of the chanpms in inventory hold-
ings which toolk place from June to September is not
now available from the survey dats. However, the
jnventory index for the end of October revenls that
nfter June & very coneiderable increase had taken place;
from the midyesr mark of 95.5 the index had risen to
101.3 (Decombor 31, 1038=100). The outbresk of
tha European wor early in September and the sharp
upturn in manufacturing prodootion which hegan at
the same time suppest that much of the inereass may
have ocomrred during September and Qctoher-—beased
o apticipation of export business, price increases, or
possible sboringes. During the months of November
and December inventory holdings were axpanded
even more rapidly than in the immedintely preceding
monthia oe deliverics agoinst orders previously placed
weore mude in incrensing volune, ood the index rose
from 101.3 as of October 31 to 107.3 &t the yvesr end—
or almost 6 percent. In dollar terms, msnvfacturers'
stocks incressed shout $300,000,000 in the 2 monthe
of November and December, and the rise from the
midyear amounted to about $1,200,000,400.

The stimulus ol inventory expansion on such o scala
was the major Inctor in the rise of manufacturing pro-
duction to an oll-4ime record high in December.
Practicolly oll induetry groups porticipated in the
inventory exponsion. The lncrease in the durable-
goods industries dwing the second half of 1938
pmounted to 16.06 percent, ot more than double the
rise of 7.8 percent recorded for the nondurable goods
groups, The dursble-goods industries similarly en-
jeyed & much greater rise in production than the non-
durable goods lines during this period.
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With o large proportion of the incressed outpud re-
msining in the hands of manufscturers, the high leve]
of production could not ba sustoined, and after Decem-
ber production schedulss were ropidly curtoiled. As
produetion was brought dowa to s velume more neazly
corresponding to esnsumption requirements; the rate of
inventory noctmulation was diminizhed and by Maxeh
it had termivated. In the mesnwhils, produstion had
fallen from 128 in December on the Federal Reserve
index to 112 in March, only abount 5 pareent abowa tha
pre-war lavel of Augvst 1039,

An apprecisble stock reduction nppeared in April
when the inventory index declined to 108.9 irom 109.8
in March, a decrensa of almost $100,000,000. Howe
pver, this movament did not gain momentum in sither
May or June as the intengifiontion of the war in KEurope
and the National Defensa program eonsiderably sltered
the zconomic outlook. The June index wes 108.2,
only 0.7 point below the April figure. The absence of
inventory necumulotion in May snd Juns, when pro-
duection rose nbruptly from 110 to 121 on the. Foderal
Reserve imdex, presents o signifionnt contrast to the
Intter holf of 1839, sines it indiontes that the recent risa
ig more firnly baged than was the hoom of the alosing
manthe of 1338 when inventory expansion was o domni-
nant, factor in the advanca.

In svaluating movements in the inventory index two
points should- be kept in mind. TFirst, the inventory
Imdesx kns n rether norrow renge of wvariation from
month to month, becanes stooks on hand ot any one
timo are much lmper than o month's output, Hencs,
o gizaple change in o production or shipment index
resulting entirely from an inventory movement will be
reflecied by o rather small change in the inventory
index. However, the significance of amall changea in
tha Intter index may be better npprecizted if translated
into their deollar squivelents. As the estimated inven-
tory holdinge of manofacturers st the hase pariod of tha
index (Decemnber 31, 1938) nmount Lo $9,915,000,000,
s chonge of 1 point in the index is equivalent to about
S04, 000,004,

Becond, since the index series provided by.the Indus-
ty Survey mensure dollar value rather than quantity
aggregntes, price as well us quentity fluctuations in-
flnance the movemcnt of the indexes. However, in-
ventory value rescis more quickly to chnnoges in quan-
tity then to chaoges in the price level. The sluggish
resction of inventories to price changes results from the
fact thot stocks on hand at the end of any month were
not all asquired at the prices preveiling of thot time
nor are stocks often revalusd né current prices ench
month, The rote of stock turn-over is an importont
inctor in determining the rapidity with which chonges
in the price of materials will affect inventory value,
The problem is further complicated by the diversity of
aceounting metheds o common use with respect o the
voluation of inventories. For these and other reasons
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1o atterapt has bean mods to adiust the survay index
for price changes.
Indez of New Oxders Received by Manuiacturens,

The metsurement of changes in demend ia more
difficult for monufncfuring than it is for either whole-
gale or retail trode. Sinoce the nature of wholesale nnd
retail trade ususlly reguires that stocks of goods be
maintained so thet orders may be filled promptly upon
recaipt, sales stntistivs provide satisfactory meesures of
demand, Consequently, in thess fields, sales ara sub-
stantially equivalent to incoming businesa or new orders,

However, salea data {i. o., shipments or billings)
provide o satisfoctory messure of incoming businesa for
only o portion of manufacturing industry-—principally
for companies which manufacturs standordized products
that ore {1} conventionnlly stocked by the manufocturer
for prompt delivery upon roceipt of vrders, e. g., hard-
wore, gesoling, robber tites; or {2} have n very short
period of production, o. g., perishable food produets,
aome ohemicals, ete,

Hoawever, in o largs part of manufacturing industry,
particiiarly the durable producers” goods lines, orders
are not usunlly filled promptly upon receipt. Business
firms in which this condition prevsils nsually maintain
# record of the value of new orders independently of
shipmenta. )

In order ta sbinin the most comprohensive metsura
of the flow of new business ths Industry Survey indoex
of new orders recasived by meanufacturers, therefore,
includes ths shipment figures of companiss which speaifi-
cally state thnt they fill orders promptly upon recaipt
and the new order figures reported by companies whish
do not fill orders ns veceived. Al companies cooperat-
ing in the Industry Survay were requested to report the
dollar valus of new orders and shipmenis on & net basis,
1. o, total new orders less canselations and shipments
lpas diseounts, returns, allowanees, ete.

Only three major industries are nof directly repre-
gented in the new orders index, aptomobiles, ehipbuild-
ing, and nirersft. In the first case, most companies
do not mantnin new order files. Since shipments are
not ordinarily made agninst orders currently received,
“they de not provida & setisfactory measure of ineoming
business, Hance, thers iz no measurs svailoble for
inclusion in the index which wonld he eomparabla with
the data used for other industries, The airersft and
shipbuilding industries have bheen excluded for the
pressnt becouse the unusually arretic fluetuations in

“orders placed during the past year would distori &
monthly mensure of the flow of Husinees.

Tha new order index, based on Industry Survey datn,
is presented in table 4. The dats indicate that hetweon
January and April 1939 thera wos 0 modernte deelina
in nondureble goods indusiries, whersns grdars in the
durable goods industries held stendy during this paried.
The downwurd trend in the nondurable gonds lings was

reversed in Moy ond June. At the sama time neaw
HE iz
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business in the durable goods industries also increasad,
so that by June the index for manufacturing sa a whole
hed risen to 108.2 from 99 in April. This rise was
followed by an sppreciable expension in production
during the summer months preceding tha outbreak of
the European way. ,

Although dota for the Juns-September pericd are
not yet aveilable, the epurt in business netivity dating
from the dscloration of war hod earried the new order
indax to 148 by October. The durable goods index
stood at 208 in that month or nearly twice the June
volumae. In contrast, the indax for nondurabls goods
ehowed only & moderate gain né 113 in Cetober com-
parad to 109 in June,

It cannot be eoneluded from this thet the nondurable
goods industries did not alzo experience o large buying
wave at the outbrenk of war. The date on shipments
for nondurable industries in October show a relntively
much graster inerease from Juna then orders. Hence,
it appears thot there was o buying spurt in nondurabls
goods concentrated in September and that the expanded
shipment volutae in October refloctod deliveries agninst
Septomber orders.

From the October high the new order index fall
abruptly to 119 in Novembar, Durabla poods orders
dropped from 203 to 141 and nondnrsble from 113 to
103, In December, another sharp dacline in new orders
in the durabla gooda lines dropped ths index to 114.
MNondurabla indvstry groups were beck to or below
tha pre-wnr laval in Movemhber end were practically
unchanged in December.

Incoming business receded less rapidly in Jeounry
and February, while prodoction wes brought more
closely into Line with shipmants and new ordes. In
Maroh snd April & moderate increasa in naw business
was recorded in both the durable and nondurable lines.
By May, durable goods indusiries were experiencing a
very lorge incrense in new business, and in June the
going were hot only extended in durable goods but were
shared almost equally in the nondurable lines. The
June index of new orders for the mnnufncturing in-
dustry was 133, higher than any month aince last
Ociober.

Indax of rthe Value of Manufacturers’ Shipmenis.

The Industry Survey index of manufaetorasz’ ship-
ments provides a mensms of changea in the Aow of
goods out of manufacturing establishments either io
other manufpetureors or into distribetive channgl: and
export trade.

It should be noted the index does not directly
measure chonges in the net flow of goode from manu-
facturing industry ns s whole, sinca shipments from one
manufacturer to onother sre necessarily ineluded in
the totel. The net movement ¢on be approximated
only by congidering the shipment fipures in relation to
chanpges in the inventory index. For example, a larger
amaunt pf goods i8 moving cut of manufacturing in-
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duetry as & whole if shipments rise ower ths preceding
month without an inereass in inventory holdings.
Howevar, if shipments and inventories both rise then
the net incremsa in shipments cut of manufaciuring
industry £s n whols will be lass than the incronse shown
by the shipment index rlone. In foct, it 15 theoreticelly
possible for n rise in the nggregats shipmenta of indi-
vidual manufacturing conceros to tnke place simultans-
ously with o decline in the net moverment of goods out
of manufacturing into distributive chaopnels. Such a
situation may be brought 2bout by a layge roncurrent
incrgase in the egpregate inventories held by mann-
facturing soncerng.?

Table § revenls the extent of the rise n shipments
which followed the outbreak ¢f the European war,
The index for all manufacturers rose from 106 in June
to 132 in Ootober, an increase of about 25 percent.
Batter thon averngs gaine wers Yecorded by the durahle
goode linez which advanced from 100 in June to 142
in Qetober.. Nondurable govds rese from 104 to 125
during the same pariod.

Shipmmeats of durable zoods were maintained st
about the high Ootober lovel urtll the end of the year,
whereas nonduwrable goods began $o foll rather shorply
alter October. In Jannary durable goods shipments
also declined abruptly. ‘Fhereafter o horizontal move-
ment occurred until May and June when an oppreciable
rise waa recorded. In the latter month the shipment
index for all manufacturing stood af 123, only slightly
bolow thot of December 1930, '

SlgniBcance of Unfillsd Ordees,

The preparntion of o proparly weighted nggregate
index of unfillad orders has not yet been completed.
Chiefl among the difiicultiee enconntered are the
heterogeneous composition of order backlogs; the wide
varigtion from industry to industry o the extené io
which order acoummulstion ccours; sod the fact that o
much amaller number of companies are abla to report
unfilled erder dota $hen is the case for the other seriea.
However, the percent chabges in the unwaighted
aggregates of the date reported by durable goods
manufncturers are published each month in the Indua-
- {ry Survey reports and comments on the Agures will
appent Irom time to time in the Dusiness Semmory
Section of the Survey of Current Business.
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The movamants, a8 indicatsd by the unweightad par-
cent changa from the preceding month are presenfed
in toblz 1. June 1940 is ulso compnred with June 1939.
It should be observed that the totsl yolume of unfilled
ordars of reporting coneerns a6 the end of sy month is
genorally much larger than shipments or new orders
reeorded by them for that month. Consequently,
relatively emall percantage changes in unfilled ordar
baclloge may be eignificant.

Tabls I.—Percont Change in Value of Unﬂﬂhd Drdera Reportod
by Manufacturers of Durable G
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L Exlodes ek for Che sdroralt and shipbodkibeg Indostrles,

The direciion of changs in unfiled orders shows the
reletionship between the vohmne of new ordera and
shipmenta during tbhe month. That is, when on in-
crense I unfilled orders occurs, new business received
during the month hes excended shipments, Converse-
Iy, when unfilled orders dedline, incoming business has
iollen below the level of shipments, In the latter
event, manufaciurers are drawing upon previeusly
accumulated order2 to achiave the current rate of ship-
ments, TUnlese sn expansion in new orders can be an-
ticipated, the valame of shipments must evealunlly be
reduced e backlogs are weed up.

The magnitude of unfilled orders on the books also
provides some indication of the extent to which the rnke
of production in the immediate future may be aup-
ported by previously accumulnted orders. However,
the significonce of any unfilled order figurs in relotion
to the rate of production depends not only upon its
size but also upon its ecomposition. An unfilled order
for o rhip, the construction of which may require up
to 4 years, is quite different in its immediate effeot on
the notional economy thon an ymfilled order of equal
volue for praducts such as stael which may be produced
in i relatively short period. Similarly, cutstanding
ordere oro sometimes subject to cencelation, or deliver-
s may bo deferred nt the requeat of the buyer.

Table 1 shows that incoming business wfier the war
spurt had fallen below the voluins of shipments os
sarly asz November 1930, Thereafter, wuniil May
1940, shipmentz wers maintained above the ralo of
incoming businese by dreawing upon previously scou-
muloted orders. In May and Jyne wnfilled ordes
backloge wers nugmentsd appreciably, the incranse of
§ porcent recorded for June being very subatantial for
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this series. It is particulerly interesting to chserve
thot during each month from November 1939 to June
1940 tha machinery industry {excluding elecirical
michinery) received new orders in excess of shipments.
Tn contrnst, the ron and stzel industry diew beavily
upon its order backlogs from Novamber 1039 uniil May
1940 in order to sétain the shipment volume recorded,
Tha Reporting Sample.

As indicated previously, $he l:lmnut'wt-urmg (LT3 T
panies regulady participating in the Induvstry Surver
currently nomber mors than 1,200 and sccount diractly
for nearly 40 percent of oll manufacturing sctivity in
the United States.! In developing this sample the
Buresn has attempted to limit the number of cooperat-
ing monufacturers to the minimum necessary to provida
o satisfactory measure of current trends in each ma.jur
industry group. This was dons iz order to minimize
the reporting burden on the companies, and to facilitate
prompt compilations of the data eech month,

In nosordsnce with this policy the cooperation of
trads mssociations was sought wherever puossible,
Severnl associstiona ore cumrently furmishing conseli-
dsted reports for their members in lieu of direct report-
ing by individual companiss.

In order to obtnin sn adequnte sample it was neces-
sary to convass companies accounting for the bulk of
tha output in those industries whers production is
concentrated among a comparntively small number of
componies, Although the number of concerns re-
queated to cooperate in such cases was reiatively amakl,
the proportion of the total production in the industry
covered directly in the sample wos quite large  On the
other hand, in those indusiries where production is

1In Juns, almoet M8 oompankes wees added 1o B orleine] sampls of reporting

companks.  ‘The o reprorbans wens gy oo postteated pooong e Indoery graups
ToF Which ¥he Hagk SeHalwotpey amwplas weea avalkoble,
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dispersed over o lerger oumber of units & setisfactory
snmple could be seoured by covering a lesser proportion
of totel production, Of course, in tha lakter cosa it was
Tecassery t0 canvass g greater number of concerns aven
though # smaller prnpurtmn of the industry was
directly representad in the aumple.

The number of componies in ench mejor indusiry
group * which submitted repozis for the month of June
is shown in toble 2, which elsc mdicates the dollar
ngeregotes reporied for that month, Date are shewn
separately for cach of the fouwr items coverod by the
survey. It should be noted that the cospernting son-
carn® were requestsd to oover the entire corporate
ownership’s domestic plant activities and stocks in 2
single report rather than to prepare separate reports for
individuni establishments. Thus, many more manu-
facturing sstablishments axe covered in the survey than
iz indicated by the number of reports shown in toble 2.

It will be ohserved that not nll concerns ceoperating
in the surrey ore obls to provide date for each of Ehe
four items requested. Honwse, the dollar aggregates
reporied connot be divectly related from this table. In
general, the shipment item is ¢he roat randily availahle
figure, althovugh B0 parcent of tha total number of vo-
operating companies provide inventory data. Although
not shown ssparately, mbout two-thirds of the com-
panica which rsport total inventoriss subdivide this
itera to soms sxtant on their reports. The relutively
emall number-of componies reporting unfilled orders iz
attributabla primarily to the {act that many companies
fill orders promptly upon receipt so thet unfilled orders
do not nccumulnte in suffieient yolume to warrant
maintensnce of such records,

}Tha lndoatrls) dlmifioation ned o tho Industry Survor & thot daveloped by Lba

Crmiral Bxsbiatios] Board and published toder the Wie, “Biaadnrd Todustriol Dl
DoabioD, Talume I, Banvnerlng Indestry.”

Tahle 2.—Indusiry Survey Reporting Sample, Juns 1940
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Copstruction of the Index Sarkes,

The indexea for total manufasturing, total duribla
snd nondurable goods industries shown in tables 3-5
ere weighted nggregates of the indexes computed for the
major industry groups. A brief deseription of the in-~
dustry group indexes will therefors precads dizeussion
of the method used in constructing the more come-
prehensive ihdexos.

The schedole submitted by eoch cooperating company
containg data for the enrrant month, precsding month,
and corresponding month of tha previous year, The ra-
ported dollar figures for each company in an industry
group were totaled, and the peresntage change hetwesn
the current month and the 2 previous monthe was com-
puted. The percentage changes for each industry group
were then chnined together, with January 1933 4s the,
base month for the shipment snd new order indexes,
and December 31, 1938, for the nvontory index. These
boze months are not ontitely satisfoctory and will be
shifted o5 tha peried of covernge is axtended.

Ic view of the darpe proportion of manunfacturing
industry directly covered in the sample, it was con-
cluoded that n more accursie and stable series would he
obinined fer each industry group by direcily ageregat-
ing the figures reported by ench compsny in the group
rather than to segregnte snd weighi the companies by
size growpe, In ofther words, since the sompling ervor
for the smaller sige groups i3 mlatively lnge, it wos
somsidered undesirable to weight the fipures reported by
such companies to ppproximate their proper represen-
tation in the kotal, ns by so deing the influcnes of any
sample evrgr would be correspondingly incressed. In
fact, the zample of companisa hoving totel nzsets of lees
than $500,000 wos hmited becnvze of the large number
of reports it would be necessory to bondle if this group
were to be adequabsly oovered. In this connection it
should] be noted that whils 89 percent of oll manufac-
turing corporations in tha United Stotes have total
nssote of less than $500,000, these componies hold only
124 parcent of all manufacturing inventories and
account for only 19 percent of nll seleat

To combine the index series for the major ndushry
groups inke on ageregate for menufocturing as o whelo
nnd for total durshble and nondwable goods, the in-
dugtrey indexes sould not bo averaged arithmetically
because each industry hos o different relafive impord-
ance i tots] manufacturing industry. Likewise, the
sample covornge variea from industry to indestry ec
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that the reported figures could not be directly added
for this purpose.

The Census of Manufactures dota on the value of
product for ench industry group in 1937 wos selactad
a8 the point of departure for combining the industry
serice on ghipments and new orders into the indexes for
total manufaeturing and total durable and nondurable
goode. However, as tha Census data sovar an entire
yenr, it was nacessary to adjust industry group waights
hasad on the Census nonual totals to approximata the
Talntive irnportanse of the various industries in the bosa
month of the index series—Jsounry 1938, Weights
basad on anpusl dats were direetly applicable only in
cases whers January was o typical month in the yeor,
i. e., where the monthly everngs for the Fear was
roughly equal to the Jannary figure. Tha data svail-
able for ench monih coverad by the survey wara cara-
fully exomioed, olong with collaterat infermuntion, to
determine whether Jonuvary could be se regorded. TIi
judeed ko he 2hove the average for the yensr, the Cansua
woight was correspondingly inorensed; if below, it was
proportionntely reduced.”

As o finnl step, ell the index series on new orders and
shipments presented in tables 3—4 were placed on & daily
average hasia excluding Sundoya and principol holidoys.
Six holideys are allowed for, nemely, New Yeor's,
Memorinl Doy, Iodependence Day, Labor Day,
Thankegiving, and Christmas, This adjustment is
applied uniformly to all industry proups.

Many of the weighting problerss involved in the
consruckion of the shipment and new order series are
absent- in the coae of the inventory index, since estimates
of the proporiion of tolal manufaciwming inventories
held by ench indestry as of December 81, 1938, wore
svailable from deda prepared by Dun & Bradstreet®
Tha base period for the Industry Survey inventory indax
wns also placed ot December 31, 1038, Henen, the
proportion of total manvfacturing inventories held-by
each industry za of Decembar 31, 1938, was directly
applicable for the purposs of weighting the indusitry
group incexcs to arrive ab an index for total menu-
facturiog.
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